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FENNEMORE CRAIG 
P R O F E S S I O N A L  CORPORATION 

P H O E N I X  

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

GARY PIERCE, Chairman 
BOB STUMP 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

IN THE MATTER OF THE APPLICATION OF 
ARIZONA PUBLIC SERVICE COMPANY FOR 
A HEARING TO DETERMINE THE FAIR 
VALUE OF THE UTILITY PROPERTY OF 
THE COMPANY FOR RATEMAKING 
PURPOSES. TO FIX A JUST AND 
REASONABLE RATE OF RETURN 
THEREON, TO APPROVE RATE SCHEDULES 
DESIGNED TO DEVELOP SUCH RETURN 

Docket No. E-0 1345A- 1 1-0224 

NOTICE OF FILING 
SUMMARY OF 
SETTLEMENT TESTIMONY 
(SETTLEMENT AGREEMENT) 
OF KEVIN C. HIGGINS ON 

MCMORAN COPPER & 
GOLD INC. AND ARIZONANS 
FOR ELECTRIC CHOICE 
AND COMPETITION 

BEHALF OF FREEPORT- 

Freeport-McMoRan Copper & Gold Inc. and Arizonans for Electric Choice and 

Competition (collectively “AECC”), hereby submit the Summary of Settlement Testimony 

(Settlement Agreement) of Kevin C. Higgins on behalf of AECC in the above captioned 

Docket. 

RESPECTFULLY t -2 , SUBMITTED this 26* day of January 2012. 
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- ’ _  Patrick J. Black 

3003 N. Central Avenue, Ste. 2600 
Phoenix, AZ 850 12-29 13 

Attorneys for Freeport-McMoRan Co per & Gold Inc. 
and Arizonans for Electric Choice an dP Competition 
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ORIGINAL and 13 COPIES of the foregoing 
FILED this 26* day of January 20 12 with: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 West Washington 
Phoenix, Arizona 85007 

COPY of the foregoing was HAND-DELIVERED/ 
MAILEDEMAILED this 26* day of January 20 12 to: 

Gary Pierce, Chairman 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Antonio Gill 
Aide to Chairman Pierce 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Paul Newman, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Jennifer Ybarra 
Aide to Commissioner Newman 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Sandra D. Kennedy, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Katherine Nutt 
Aide to Commissioner Kennedy 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Bob Stump, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 
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Trisha Morgan 
Aide to Commissioner Stump 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Brenda Burns, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Tracy Hart 
Aide to Commissioner Burns 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Lyn Farmer 
Chief Administrative Law Judge 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Janice Alward, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steve M. Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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FENNEMORE CRAIG 
PROFESSIONAL CORPORATION 

P B O E N I X  

Meghan H. Grabel 
Thomas L. Mumaw 
PINNACLE WEST CAPITAL 

CORP0RPf;TION 
400 North 5 Street 
P.O. Box 53999, Ms 8695 
Phoenix Arizona 85072-3999 
Attorneys for Arizona Public Service 
Company 

Daniel W. Pozefksy 
RUCO 
11 10 W. Washington St., Suite 220 
Phoenix, AZ 85007 

Michael A. Curtis 
William P. Sullivan 
Melissa A. Parham 
CURTIS, GOODWIN, SULLIVAN, 

501 E. Thomas Road 
Phoenix, Arizona 85012 
Attorneys for Town of Wickenburg 

UDALL & SCHWAB, P.L.C. 

Timothy M. Hogan 
ARIZONA CENTER FOR LAW 

IN THE PUBLIC INTEREST 
202 E. McDowell Rd., Suite 153 
Phoenix, Arizona 85004 
Attorneys for WRA, SWEEP, 
ASBNAASBO 

David Berry 
WESTERN RESOURCE ADVOCATES 
PO Box 1064 
Scottsdale, Arizona 85252 

Barbara Wyllie-Pecora 
144 10 West Gunsight Drive 
Sun City West, Arizona 85375 

Kurt J. Boehm 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 15 10 
Cincinnati, Ohio 45202 
Attorneys for The Kroger Co. 

John William woore, Jr. 
7321 North 16 Street 
Phoenix, Arizona 85020 
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Jeffiey W. Crockett 
BROWNSTEIN HYATT FARBER 

SCHRECK LLP 
40 North Central Avenue, 14* Floor 
Phoenix, Arizona 85004 
Attorneys for Arizona Association of 
Realtors 

Michael W. Patten 
ROSHKA DEWULF & PATTEN, PLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 
Attorneys for Tucson Electric Power 
Company 

Bradley S. Carroll 
TUCSON ELECTRIC POWER 

One South Church Avenue, Suite UE 201 
Tucson, Arizona 85701 

COMPANY 

Cynthia Zwick 
1940 East Luke Avenue 
Phoenix, Arizona 850 16 

Michael M. Grant 
GALLAGHER & KENNEDY, PA 
2575 E. Camelback Road 
Phoenix, Arizona 850 16 
Attorneys for AIC 

Gary Yaquinto 
ARIZONA INVESTMENT COUNCIL 
2100 N. Central Avenue, Suite 210 
Phoenix, Arizona 85004 

Karen S. White 
AIR FORCE UTIITY LAW FIELD 

SUPPORT CENTER 
AFLONJACL-ULF SC 
149 Barnes Drive 
Tyndall AFB, Florida 32403 

Greg Patterson 
MUNGER CHADWICK 
2390 E. Camelback Road, Suite 240 
Phoenix, Arizona 850 16 
Attorneys for Arizona Competitive 
Power Alliance 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

FENNEMORE CRAIG 
P R O F E S S I O N A L  CORPORATION 

P H O E N I X  

Nicholas J. Enoch 
Jarrett J. Haskovec 
LUBIN & ENOCH, PC 
349 N. Fourth Avenue 
Phoenix, Arizona 85003 
Attorneys for IBEW Locals 387,640 & 
769 

Lawrence V. Robertson, Jr. 
PO Box 1448 
Tubac, Arizona 85646 
Attorney for Southwestern Power Group 
11, LLC; Bowie Power Station, LLC; 
Noble Americas Energy Solutions LLC; 
Constellation NewEnergy, Inc.; Direct 
Energy, LLC and Shell Energy North 
America (US), LP 

Laura E. Sanchez 
NATURAL RESOURCES DEFENSE 

COUNCIL 
PO Box 287 
Albuquerque, New Mexico 87 103 

Jay I. Moyes 
Steve Wene 
MOYES SELLERS & HENDRICKS 
1850 N. Central Avenue, Suite 1 100 
Phoenix, Arizona 85004 
Attorneys for AzAg Group 

Jeffrey J. Woner 
K.R. SALINE & ASSOC., PLC 
160 N. Pasadena, Suite 101 
Mesa, Arizona 85201 

6652280/023040.0041 ' 
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Scott S. Wakefield 
RIDENOUR, HIENTON & LEWIS, 

201 N. Central Avenue, Suite 3300 
Phoenix, Arizona 85004 
Attorneys for Wal-Mart Stores, Inc. 

PLLC 

Steve W. Chriss 
Wal-Mart Stores, Inc. 
201 1 S.E. 10th Street 
Bentonville, Arkansas 727 16 

Me1 Bear 
4108 West Calle Lejos 
Glendale, Arizona 853 10 

Craig A. Marks 
CRAIG A. MARKS, PLC 
10645 N. Tatum Boulevard 
Suite 200-676 
Phoenix, Arizona 85028 
Attorney for AARP 

Douglas V. Fant 
LAW OFFICES OF DOUBLAS V. 

FANT 
3655 W. Anthem Way 
Suite A- 109, PMB 4 1 1 
Anthem, Arizona 85086 

Amanda Ormond 
INTERWEST ENERGY ALLIANCE 
76630 S. McClintock Drive 
Suite 103-282 
Tempe, Arizona 85284 
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In the Matter of the Application of Arizona ) 
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Rate of Return Thereon, to Approve Rate ) 
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Summary of Settlement Testimony 

Submitted by 

Kevin C. Higgins 

on behalf of 

Freeport-McMoRan Copper & Gold Inc. and 

Arizonans for Electric Choice & Competition 

on 

January 18,2012 
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Mr. Higgins submitted direct testimony in support of the Settlement Agreement on 
January 18,2012 and Responsive testimony on January 25,2012. 

In his direct settlement testimony, Mr. Higgins recommends approval of the Settlement 
Agreement filed by Staff on behalf of the Agreement’s Signatories on January 6,2012. 
The proposed Agreement provides a comprehensive resolution of the issues in the 
Arizona Public Service Company (“APS”) general rate case. In Mr. Higgins’ opinion, the 
Agreement produces just and reasonable rates and is in the public interest. On behalf of 
AECC, he recommends adoption of each provision in the Agreement as a package. 

In providing a comprehensive resolution of the issues in the APS general rate case, the 
Agreement offers the following key benefits to customers: 

0 It results in an overall zero dollar base rate increase versus the $95.5 
million base rate increase proposed by APS in its direct filing; 

0 It ensures a zero percent overall bill impact for the remainder of 2012 
versus the $194.1 million overall rate increase proposed by APS in its 
direct filing - after taking account of the reset of the current Power 
Supply Adjustor credit to near zero that would have otherwise occurred 
upon the implementation of new rates by July 2012; 

0 It requires a four-year rate case stay out, pursuant to which APS agrees not 
to raise base rates as a result of any new general rate case filing until at 
least mid-20 16, whereas APS would otherwise have been permitted to 
file a rate case after June 1 , 2013 per the terms of the Settlement 
Agreement approved in Docket No. 01345A-08-0172; 

0 It includes a buy-through rate option for industrial and large commercial 
customers which will provide an opportunity for Arizona businesses to 
improve their economic health through energy cost savings - at no risk 
to other customers; 

0 It provides a narrowly-tailored Lost Fixed Cost Recovery (“LFCR’) 
mechanism in lieu of the full revenue decoupling proposed by APS, 
while offering an opt-out rate design for residential customers who 
choose not to participate in the LFCR. For customers with billing 
demands of 400 kW or greater, the settlement agreement addresses 
through rate design APS’s concerns over fixed cost recovery associated 
with energy efficiency investments. 

It provides a defined and equitable path forward for the recovery of costs 
associated with any acquisition by APS of Southern California Edison’s 
share of Four Corners Units 4-5, if the Commission finds the Four 
Corners transaction to be prudent. 
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It requires APS to file a request to reduce the System Benefit Charge 
(“SBC”) to reflect a corresponding reduction of the decommissioning 
trust funding obligations collected through the SBC related to the full 
funding of Palo Verde Nuclear Generating Station Unit 2, which is 
expected to occur by the end of 201 5. APS is required to make the filing 
in sufficient time for the reduction to occur by January 20 16. 

Taken as a whole, the Settlement Agreement provides meaningful protections and 
benefits to customers while providing APS the opportunity to earn a fair return. 

In his direct Settlement testimony, Mr. Higgins discusses the treatment in the Agreement 
of the key issues raised in his revenue requirements and cost-of-service testimony. On 
certain issues, the Settlement Agreement incorporates positions advocated by Mr. 
Higgins in his direct testimony; on others, the Settlement Agreement reflects a middle 
ground; on still other issues, the Settlement Agreement incorporates positions opposed by 
Mr. Higgins in his direct testimony. Although Mr. Higgins has not changed his opinion 
on the latter topics as isolated matters or when these topics are viewed in the context of 
APS ’ s initial application, he has concluded that the overall settlement package contains 
enough benefits to customers that it is in the public interest to move forward with this 
entire package, including certain items with which he may disagree in isolation. 

In conclusion, Mr. Higgins and AECC are fully supportive of the entire Settlement 
package and respectfully recommend its approval by the Commission. 

In his responsive testimony, Mr. Higgins recommends that the Commission reject each of 
the proposed changes to the Settlement Agreement advocated by Mr. Cavanagh and Mr. 
Schlegel. In particular, he recommends that the Commission reject the attempt by 
Messrs. Cavanagh and Schlegel to impose revenue decoupling on APS and its customers. 

Through its support of the Settlement Agreement, APS has concluded that the 
combination of LFCR mechanism and rate design improvements in the Agreement 
sufficiently removes the Company’s financial disincentives to meet the Commission’s 
standards. By itself, this is sufficient grounds to refrain from imposing decoupling: if 
the entity whose financial interest is intended to be protected by decoupling concludes 
that decoupling is not necessary, there is no good reason to impose decoupling against the 
will of customers. 
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